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Customer Review Panel Update 

ÅOur work: 
ÅάbŜŀǊ Ŧƛƴŀƭέ .ŀǎŜƭƛƴŜ ŘƻŎǳƳŜƴǘ ǇǊŜǎŜƴǘŜŘ ŀǘ !ǇǊƛƭ мм tŀƴŜƭ ƳŜŜǘƛƴƎ 

Å Action Plans review wrapping up 

Å Reviewing SPU efficiencies recommendations later this month. 

Å Rate pathτideas and options under discussion 
ÅBaseline less Efficiencies less Program Reductions plus Action Plans = Rates 

Å On track to finish in June 

 

Å¢ƻŘŀȅΩǎ tǊŜǎŜƴǘŀǘƛƻƴΥ  hǾŜǊǾƛŜǿ ƻŦ ǘƘŜ .ŀǎŜƭƛƴŜ 
 

 

 

 

 



What is the Baseline?  

ÅIt projects current costs of doing business from 2015-2020, assuming: 
ÅCurrent operating practices 

ÅCurrent levels of service 

ÅAlready approved projects continue 

ÅFirm regulatory requirements 

 

ÅIt includes at least 90% of the costs to ratepayers 

ÅLǘ ŘƻŜǎƴΩǘ ƛƴŎƭǳŘŜ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ƻŦ ŜŦŦƛŎƛŜƴŎƛŜǎΣ ǊŜǇǊƛƻǊƛǘƛȊŀǘƛƻƴ ƻŦ 
activities, or new investments. 

 

 



Panel Review of Baseline 

Å²ŜΩǊŜ ǊŜǾƛŜǿƛƴƎ ŀǎǎǳƳǇǘƛƻƴǎ ǘƘŀǘ Ǝƻ ƛƴǘƻ ǘƘŜ .ŀǎŜƭƛƴŜ 

ÅWe are not deciding what assumptions to use   

ÅWe are working to help SPU clearly communicate from a customer 
perspective why rates continue to  increase 

ÅMajor cost drivers:  
ÅIncreasing cost of doing business   

ÅRegulatory requirements 

ÅPlanned investments in aging infrastructure 

ÅDeclining demand & other cost shifts 

 



Panel review of Baseline 

Å¢ƘŜ .ŀǎŜƭƛƴŜ ƛǎ ŀ ǘƘƻǊƻǳƎƘ ŀǎǎŜǎǎƳŜƴǘ ƻŦ {t¦Ωǎ Ŏƻǎǘ ƻŦ ŘƻƛƴƎ ōǳǎƛƴŜǎǎ ƛƴ 
the 2015-2020 period. 

ÅDifferent assumptionsτtechnical or policyτwould lead to different 
projected rate paths. 

ÅtŀƴŜƭΩǎ Ǝƻŀƭ ƛǎ ŦƻǊ ǘƘŜ .ŀǎŜƭƛƴŜ ǘƻ ōŜ ǘƘƻǊƻǳƎƘƭȅ ǾŜǘǘŜŘ ōȅ /.h ŀƴŘ /ƻǳƴŎƛƭ 
staff before the Plan is submitted to the Mayor and Council. 

ÅBalancing act:  Customers want predictable rates. The Baseline is a 
mechanism for holding the Utility accountable to deliver on predicted 
rates.  
ÅIf the baseline is too generous, there will be excess revenue on hand.   
ÅLŦ ƛǘΩǎ ǘƻƻ ŎƻƴǎŜǊǾŀǘƛǾŜΣ ǘƘŜ ¦ǘƛƭƛǘȅ Ƴŀȅ ƴƻǘ ōŜ ŀōƭŜ ǘƻ ŘŜƭƛǾŜǊ ƻƴ ǎŜǊǾƛŎŜ ƭŜǾŜƭ 

promises without rate surcharges.  



Panelôs view: 
SPU Today -- Notable Accomplishments 
ÅVery high quality drinking water, sourced from thousands of acres of 

City-owned forested--ŀƴŘ άŎŀǊōƻƴ ǇƻǎƛǘƛǾŜέ-- watersheds 

Å Service area population has grown 15% in the last 20 yearsς but we 
collectively consume less total water than we did in 1959.  
ÅThis trend is expected to continue.  

ÅIt also affects demand for sewer service, which is tied to water consumption.  

Å{ŜŀǘǘƭŜΩǎ ǎƛƴƎƭŜ ŦŀƳƛƭȅ ǊŜǎƛŘŜƴǘǎ ǊŜŎȅŎƭŜ тм҈  ƻŦ ǘƘŜƛǊ ƎŀǊōŀƎŜ ōȅ 
weightτthe highest rate in the nation 

Å¢ƘŜ ǳǘƛƭƛǘȅ ƛǎ ǇƛƻƴŜŜǊƛƴƎ ƴŜǿ άƎǊŜŜƴέ ŀǇǇǊƻŀŎƘŜǎ ǘƻ ǘǊŜŀǘƛƴƎ ǎǘǊŜŜǘ 
run-off 



Panelôs View:  
Conservation success...and its implications 

ÅUp-ǎƛŘŜΥ ²ŜΩǾŜ ōŜŜƴ ǾŜǊȅ ǎǳŎŎŜǎǎŦǳƭ ƛƴ ǇǊƻƳƻǘƛƴƎ ŎƻƴǎŜǊǾŀǘƛƻƴ ŀƴŘ 
recycling. 
ÅStrong environmental stewardship. 
ÅAllows deferral of additional capacity investments. 
ÅDeclining demand for water per capita, and overall peak day demand lower.  
ÅSewer volumes correspondingly decreasing. 
ÅSolid waste tonnage generally declining over last two decades 
ÅDrainage: relatively level (charged to each parcel of property in city). 
 

ÅDown-side: rate pressure. 
Å/ƻǎǘǎ ƻŦ {t¦Ωǎ ƻǇŜǊŀǘƛƻƴ ŀǊŜ ǊŜƭŀǘƛǾŜƭȅ ŦƛȄŜŘ ŜǾŜƴ ŀǎ ŘŜƳŀƴŘ ŘŜŎƭƛƴŜǎΦ ¢Ƙƛǎ ƳŜŀƴǎ 

rates have to increase to generate the same amount of revenue.  

 



Panelôs View: Some major challenges for 
SPU 
Å/ƛǘȅΩǎ ŎƻƳōƛƴŜŘ ǎŜǿŜǊ ǎȅǎǘŜƳǎ ŀǊŜ ǊŜƎǳƭŀǊƭȅ ƻǾŜǊǿƘŜƭƳŜŘ ōȅ Ǌŀƛƴ ŜǾŜƴǘǎΥ от 

million gallons of raw sewage spilled into Lake Washington and Puget Sound last 
year.  Regulators require response now. 

ÅStormwater runoff from streets also pollutes our streets, lakes and the Sound. 

ÅAging water pipes are on average 67 years old. 

ÅAging sewer and stormwater pipes are on average 85 years old. 

ÅSome neighborhoods face chronic flooding issues that our systems are not built 
to handle.  At current funding, fixes for many properties over a decade away. 

ÅHuman Resources/Employee management systems are inadequate to needs.   

ÅUtility tax rates are much higher than the state average, compounding 
affordability issues. 

ÅLow income ratepayers need assistance to pay bills. 

 

 



Description of Baseline Rate Path 

ÅDefinition:  Rates we would need to charge customers if we were to 
continue business as usual, plus meet firm regulatory requirements 
 

ÅFrom 2015-2020, baseline rates increase, on average, 4.6% per year 
 

ÅThis is significantly higher than the 2.4% general rate of inflation 
projected for Seattle during that timeframe 



Why Does the Baseline Increase by More than Inflation? 

Rate Spending Path = Utility Perspective:   
Average Annual Increase in Costs Covered 

by Rates = 4.1% 

Rate Path = Customer Perspective:  
Average Annual Bill Increase if 
/ǳǎǘƻƳŜǊΩǎ /ƻƴǎǳƳǇǘƛƻƴ 5ƻŜǎƴΩǘ 

Change = 4.6% 



Whatôs Covered in Inflation? 

Åом҈ ƻŦ {t¦Ωǎ нлмп ǎǇŜƴŘƛƴƎ ǊŜǉǳƛǊŜƳŜƴǘ ƛǎ ŦƻǊ ƭŀǊƎŜ ǎŜǊǾƛŎŜ 
contracts, including: 
ÅPayments to contractors for collection of garbage, organics, recycling; and 

hauling, processing, disposal 

ÅPayments to King County for sewage treatment 

ÅThese costs increase by no more than inflation over the six-year period 
 

Å{t¦Ωǎ hϧa ŎƻǎǘǎΣ ǘŀȄŜǎΣ ŀƴŘ ŎŀǇƛǘŀƭ ŦƛƴŀƴŎƛƴƎ ŎƻƳǇǊƛǎŜ ǘƘŜ ǊŜƳŀƛƴƛƴƎ 
69% of the 2014 spending requirement: 
ÅThese costs increase by more than inflation, as described in the following 

slides 

 



Description of Cost Increases in Rate Spending Path: 
New Capital Financing  

ÅNew Capital Financing increasing rates 0.6% 
per year 
 

ÅSPU is replacing worn out infrastructure and is 
building new infrastructure; e.g. 
ÅCombined Sewer Overflows 
ÅNorth Transfer Station 
ÅVarious other infrastructure projects (see following 

slides) 
 

ÅIssuing new debt to pay for these projects, and 
must also continue to pay on existing debt for 
historical investments 

 



Solid Waste Investments:  Transfer Stations 

ÅTwo disposal stations 
(free to recycle) 

 

ÅTwo household hazardous waste collection 
centers (free) 

Wallingford station (1967) being rebuilt to improve safety, reduce odors 
and noise, add capacity, and increase efficiency. Expected to reopen in 
2016. 

The South Park station (1966) was rebuilt, 
reopened in 2013 

Solid Waste 13 



Drainage & Wastewater 

DWW Investments in CSOs 

14 

Windermere CSO storage tank 

Ballard Rain Garden 



Drainage & Wastewater 

Other DWW Investments  

15 

South Park Sewer 
& Drainage Projects 

Enhanced 
drain cleaning 

Maintenance and education 
ǘƻ ǇǊŜǾŜƴǘ {{hǎ ŘǳŜ ǘƻ άǊŀƎƎƛƴƎέ ŀƴŘ ChD 

Source control and 
Spill response 



Morse Lake Pump Plant 

Chester Morse Lake on Cedar River 

16 Water 



Watermain Replacement & Rehab 

17 

University Village water main break - 2013 

Water 



Watermain Replacement and Rehab - continued 

18 

Extreme case of tuberculation 



Description of Cost Increases in Rate Spending Path: 
Increasing Cost of Doing Business 

ÅBasic operations and maintenance costs rising more 
rapidly than inflation, increasing rates 1.1% per year 
 

ÅMuch of this increase due to rising employee costs: 
ÅAdditional employees necessary to meet new regulatory 

requirements and to operate/maintain new infrastructure 
ÅHealth care and pension costs 
ÅNeed for higher level skills which translates into higher 

wager 
 

ÅOther reasons for the increase: 
ÅPayments to other City departments 
ÅTaxes 



Description of Non-Cost Increases to Rate Path 

ÅDoubling participation in the Low Income Rate 
Assistance Program increases rates 0.2% per year 
ÅOnly 15% (11,000) of eligible households participate in 

the program 
ÅWill not increase overall costs, but will shift costs from 

program participants to non-participants 
 

ÅDeclining demand increases rates 0.3% per year 
ÅSPU costs mostly fixed in short run 
ÅWith declining demand, costs are spread over smaller 

consumption levels 
ÅA customer who does not change consumption levels 

will therefore pay a larger share of the costs 
 



Trends in Utility CPI 
 


